









































































































































































































































Ciﬂ of Frisco

Notes to the Basic Financial Statements
September 30, 2018

consulting actuary, Gabriel Roeder Smith & Company, in compliance with
Governmental Accounting Standards Board (GASB) Statement No. 68, Accounting
and Financial Reporting for Pensions.

N. OPEB

For purposes of measuring the total OPEB liability, OPEB related deferred outflows
and inflows of resources, and OPEB expense, City specific information about its total
OPEB liability in the TMRS Supplemental Death Benefits Fund (SDBF) and Retiree
health insurance and additions to/deductions from the Cityis total OPEB liability have
been determined on the same basis as they are reported by TMRS and Lockton
Companies. For this purpose, plan contributions are recognized in the period that
compensation is reported for the employee, which is when contributions are legally
due. Benefit payments and refunds are recognized when due and payable in
accordance with the benefit terms. Information regarding the Cityis SDBF Total
OPEB Liability is obtained from TMRS through a report prepared for the City by
TMRS consulting actuary, Gabriel Roeder Smith & Company. Information regarding
the Cityls Retiree Health Insurance Total OPEB Liability is obtained through a report
prepared for the City by Lockton Companies consulting actuaries. Both reports are
prepared in compliance with GASB Statement No. 75, Accounting and Financial
Reporting for Postemployment Benefits Other than Pensions.

O. Fund Equity
In order to comply with the GASB Statement No. 54, Fund Balance Reporting and

Government Fund Type Definitions, the fund balance section of the balance sheets of
the governmental funds include the following items:
¢ Nonspendable fund balance include the:
< Portion of net resources that cannot be spent because of their form,
< Portion of net resources that cannot be spent because they must be
maintained intact.
¢ Restricted fund balance (externally enforceable limitations on use) include
amounts subject to:
e Limitations imposed by creditors, grantors, contributors, or laws and
regulations of other governments
e Limitations imposed by law through constitutional provision or
enabling legislation.

o Committed fund balance (self imposed limitations set in place prior to the end of
the period):

» Limitation imposed at the highest level of decision making (an
approved resolution) that requires formal action at the same level
to remove. For the City, the City Council is the highest level of
decision making and approves any commitments by resolution of
the Council, which is considered the most binding constraint for
fund balance classification purposes.

¢ Assigned fund balance consists of amounts where the:

< Intended use is established by the body designated for that purpose
(City Council),

< Intended use is established by official designated for that purpose.
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Eund Level
Statement of
Revenues,
Expenses and
Changes in Net
Position -
Government-wide Proprietary Funds
Governmental Business-Type Component
Activities Activities Units Business-Type
Net position at 10/1/17 $1,237,908,051 $352,280,447 $69,811,943 $352,280,447
Change in reporting for OPEB (4,399,041) (733,172) (104,739) (733,172)
Net position restated at 10/1/17 $1,233,509,010 $351,547,275  $69,707,204 $351,547,275

GASB Statement No. 81, Irrevocable Split-Interest Agreements, is effective for
periods beginning after December 15, 2016, and pertains to a type of a giving
agreement used by donors to provide resources to two or more beneficiaries,
including governments. The adoption of Statement No. 81 has no impact on the Cityis
financial statements.

GASB Statement No. 82, Pension Issues — an amendment of GASB statements No.
67, No. 68, and No. 73, is effective for periods beginning after June 15, 2017. The
objective of this Statement is to address certain issues that have been raised with
respect to Statements No. 67, Financial Reporting for Pension Plans, No. 68,
Accounting and Financial Reporting for Pensions, and No. 73, Accounting and
Financial Reporting for Pensions and Related Assets That Are Not within the Scope
of GASB Statement 68, and Amendments to Certain Provisions of GASB Statements
67 and 68. Specifically, this Statement addresses issues regarding (1) the
presentation of payroll-related measures in required supplementary information, (2)
the selection of assumptions and the treatment of deviations from the guidance in an
Actuarial Standard of Practice for financial reporting purposes, and (3) the
classification of payments made by employers to satisfy employee (plan member)
contribution requirements.

GASB Statement No. 85, Omnibus 2017, is effective for periods beginning after June
15, 2017. The objective of this Statement is to address practice issues that have
been identified during implementation and application of certain GASB Statements.
This Statement addresses a variety of topics including issues relating to blending
component units, goodwill, fair value measurement and application, and
postemployment benefits (pensions and other postemployment benefits (OPEB)).

GASB Statement No. 86, Certain Debt Extinguishment Issues, is effective for periods
beginning after June 15, 2017. The primary objective of this Statement is to improve
consistency in accounting and financial reporting for in-substance defeasance of debt
by providing guidance for transactions in which cash and other monetary assets
acquired with only existing resources-resources other than the proceeds of refunding
debt-are placed in an irrevocable trust for the sole purpose of extinguishing debt. The
adoption of Statement No. 86 has no impact on the Cityis financial statements.

The GASB has issued the following statements which will be effective in future years
as described below. The impact on the Cityis financial statements of implementation
has not yet been determined for the following:

GASB Statement No. 83, Certain Asset Retirement Obligations, is effective for
periods beginning after June 15, 2018. The objective of this Statement is to address
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accounting and financial reporting for certain asset retirement obligations (AROs). An
ARO is a legally enforceable liability associated with the retirement of a tangible
capital asset. A government that has legal obligations to perform future asset
retirement activities related to its tangible capital assets will recognize a liability based
on the guidance in this Statement.

GASB Statement No. 84, Fiduciary Activities, is effective for periods beginning after
December 15, 2018. The objective of this Statement is to improve guidance
regarding the identification of fiduciary activities for accounting and financial reporting
purposes and how those activities should be reported.

GASB Statement No. 87, Leases, is effective for periods beginning after December
15, 2019. The objective of this Statement is to better meet the information needs of
financial statement users by improving accounting and financial reporting for leases
by governments through increasing the usefulness of governmentsi financial
statements by requiring recognition of certain lease assets and liabilities for leases
that previously were classified as operating leases and recognized as inflows of
resources or outflows of resources based on the payment provisions of the contract.

GASB Statement No. 88, Certain Disclosures Related to Debt, including Direct
Borrowings and Direct Placements, is effective for periods beginning after June 15,
2018. The primary objective is to improve the information that is disclosed in notes to
governmental financial statements related to debt, including direct borrowings and
direct placements. It also clarifies which liabilities governments should include when
disclosing information related to debt.

GASB Statement No. 89, Accounting for Interest Cost Incurred before the End of a
Construction Period, is effective for periods beginning after December 15, 2019. The
objective of this Statement are (1) to enhance the relevance and comparability of
information about capital assets and the cost of borrowing for a reporting period and
(2) to simplify accounting for interest cost incurred before the end of a construction
period. Interest cost incurred before the end of a construction period will be
recognized as an expense in the period in which the cost is incurred for financial
statements prepared using the economic resources measurement focus. As a result,
interest cost incurred before the end of a construction period will not be included in
the historical cost of a capital asset reported in a business-type activity or enterprise
fund.

GASB Statement No. 90, Majority Equity Interests — an amendment of GASB
Statements No. 14 and No. 61, is effective for periods beginning after December 15,
2018. The primary objectives of this Statement are to improve the consistency and
comparability of reporting a governmentis majority equity interest in a legally separate
organization and to improve the relevance of financial statement information for
certain component units. It defines a majority equity interest and specifies that a
majority equity interest in a legally separate organization should be reported as an
investment if a governmentis holding of the equity interest meets the definition of an
investment. A majority equity interest in a legally separate organization, should be
reported as a legally separate organization as a component unit, and the government

70



Ciﬂ of Frisco

Notes to the Basic Financial Statements
September 30, 2018

or fund that holds the equity interest establishes that ownership of a majority equity
interest in a legally separate organization results in the government being financially
accountable for the legally separate organization and, therefore, the government
should report that organization as a component unit.

NOTE 2. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS

A. Explanation of certain differences between the governmental fund balance
sheet and the government-wide statement of net position

The governmental fund balance sheet includes reconciliation between fund
balance — total governmental funds and net position — governmental activities as
reported in the government-wide statement of net position. One element of that
reconciliation explains the filong-term liabilities, including bonds payable, are not
due and payable in the current period and therefore are not reported in the
funds.0 The details of this $717,935,187 difference are as follows:

Bonds and certificates of obligation payable $632,890,000
Bond discount (to be amortized as interest expense) (870,874)
Bond premiums (to be amortized over the life of the bonds) 38,062,598
Accrued interest payable 3,588,961
Compensated absences 11,651,708
Net pension liability 27,658,942
OPEB 4,953,852
Net adjustment to reduce fund balance — total $717,935,187

governmental funds to arrive at net position —
governmental activities

B. Explanation of certain differences between the governmental fund
statement of revenues, expenditures, and changes in fund balances and the
government-wide statement of activities

The governmental fund statement of revenues, expenditures, and changes in
fund balances includes reconciliation between net changes in fund balances —
total governmental funds and changes in net position of governmental activities
as reported in the government-wide statement of activities. One element of that
reconciliation explains, fAGovernmental funds report capital outlays as
expenditures. However, in the statement of activities, the cost of those assets is
allocated over their estimated useful lives and reported as depreciation expense.o
The details of the $106,791,352 difference are as follows:

Capital outlay $111,765,196
Developersi contributions 65,163,607
Book value of capital assets disposed/retired (36,038)
Depreciation expense (70,101,413)
Net adjustment to increase net changes in fund balance $ 106,791,352

— total governmental funds to arrive at changes in
net position of governmental activities
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Another element of that reconciliation states that fithe issuance of long-term debt
(e.g., bonds) provides current financial resources to governmental funds, while
the repayment of the principal of long-term debt consumes the current financial
resources of governmental funds. Neither transaction, however, has any effect
on net position. Also, governmental funds report the effect of issuance costs,
premiums, discounts, and similar items when debt is first issued, whereas these
amounts are deferred and amortized in the statement of activities.0 The details of
this $10,645,674 difference are as follows:

Debt issued or incurred:

Premium amortization $ 8,324,743
Discount amortization (63,099)
Amortization on loss of refunding of debt (1,405,954)
Bonds issued (53,635,000)
Bond premium issued (3,288,439)
Bond discount issued 57,075
Principal repayments:
Bonds 39,365,000
Net adjustment to decrease net changes in fund balances $ (10,645,674)

— total governmental funds to arrive at changes in net
position of governmental activities

Another element of that reconciliation states, iSome expenses reported in the
statement of activities do not require the use of current financial resources and
therefore are not reported as expenditures in governmental funds.0 The details of
this $1,383,194 difference are as follows:

Increase in accrued interest on bonds $ (65,620)
Increase in compensated absences (676,139)
Increase in pension expense (83,012)
Increase in OPEB expense (558,423)
Net adjustment to decrease net changes in fund balances $ (1,383,194)

— total governmental funds to arrive at changes in net position
of governmental activities
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LEGAL COMPLIANCE — BUDGETS

Budgetary Information

Annual appropriated budgets are legally adopted for the General Fund, Debt
Service Fund, Capital Projects Funds, and Special Revenue Funds. The legal
level of authority is at the fund level. The annual budget is adopted using the
budgetary basis of accounting. The budgetary basis of accounting differs from
accounting principals generally accepted in the United States in that
encumbrances are recorded as expenditures in the period encumbered and not
when incurred. All annual appropriations lapse at fiscal year end. Project length
financial plans are adopted for certain Capital Projects Funds. The City follows
these procedures in establishing the budgetary data reflected in the financial
statements.

1. Prior to August 15, the City Manager submits to the City Council a proposed
operating budget for the fiscal year commencing the following October 1.

2. Public hearings are conducted to obtain taxpayer comments.

3. Prior to September 30, the budget is legally enacted through the passage of
an ordinance.

4. The City Manager is authorized to transfer budgeted amounts between
departments within any fund; however, any revisions that alter the total
expenditures of any fund must be approved by the City Council.

5. Formal budgetary review is employed as a management control device
during the year for the General Fund, Debt Service Fund, and Capital
Projects Funds. Supplemental appropriations were made during the fiscal
year, during the revised budget process.

6. The budget approved for the discretely presented component units follow
similar approval procedures.

7. The budget approved for the Utility Fund follows similar approval procedures
but departs from generally accepted accounting principles by not including
depreciation or compensated absence expenses in the approved budget.

DEPOSITS AND INVESTMENTS

Deposits T State statutes require that all deposits in financial institutions be fully
collateralized by U.S. government obligations or obligations of Texas and its
agencies that have a market value of not less than the principal amount of the
deposits. The Cityls deposits were insured up to $250,000 or collateralized as
required by State statutes at September 30, 2018. At year-end, the carrying
amount of the Cityis demand deposits was a balance of $2,334,925 - bank
balance, $5,945,441. The carrying amount of the component unitis pooled cash
was $(310,595), - bank balance, $0. The cash on hand carrying amount totaled
$24,055. Additionally, cash held in escrow for a city project was $1,820 and for
land purchase for the component units was $42,812,063 and is being held by an
independent title company. The bank balance for the primary government and
the component unitis deposits was covered by collateral with a fair value of
$7,049,017. The collateral is held in the Cityis name by the Bank of New York

73


















Ciﬂ of Frisco

Notes to the Basic Financial Statements
September 30, 2018

Notes Receivable City

The City periodically issues bonds on behalf of the Frisco Community
Development Corporation and Frisco Economic Development Corporation to fund
various projects of these entities. Each component unit has an agreement with
the City to fund the principal and interest payments of the bonds; therefore, a note
receivable is reported in the government wide financial statements of the City
from each component unit equal to the face amount of the bonds outstanding. At
September 30, 2018, the balance of the note receivable from the Frisco
Community Development Corporation was $28,675,000.

The City has note receivables with clients in the targeted down payment
assistance program totaling $65,000. Additionally, the City has one developer
agreement in the CIP Fund for $373,000 which is classified as a note receivable.
This $438,000 total note receivable is recorded at the fund level in the financial
statements.

Notes Receivable Component Units

In June 2011, the Frisco Community Development Corporation executed a
Performance Agreement and Promissory Note with a developer for $400,000 for
building improvements to a public facility being leased by the developer. The loan
interest rate is 0.00%, and if the developer satisfies annual performance criteria,
the loan will be forgiven over a period of ten years, ending in July 2022. This note
is only recognized at the government-wide level. The loan balance as of
September 30, 2018 was $160,000.

In April 2010, the Frisco Economic Development Corporation entered into an
Agreement and Promissory Note for $500,000 with 5% interest due by April 26,
2011. The note was extended and modified in April 2011, for an additional year.
In April 2012, the Note was amended, and the due date was extended to April
2013. On April 26, 2013, the Note was extended to October 26, 2014 and the
Performance Agreement was modified to forgive the loan if certain requirements
are met by October 26, 2014. On October 15, 2014 the note was extended to
October 26, 2016. The note was extended to October 26, 2017 on November 17,
2016. The noteis maturity date was extended to January 31, 2020 on November
15, 2017. The balance of the loan at September 30, 2018 was $450,000.
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For the Business-type Activities, interest costs for the period charged to expense totaled
$2,989,469. Capitalized interest costs recorded during the period totaled $1,052,994.

Depreciation expense was charged to functions/programs of the primary government as
follows:

Governmental activities

General government $ 17,405,764
Public safety 5,708,154
Public works 33,877,875
Culture and recreation 13,109,620
Total depreciation expense governmental activities $70,101,413
Business-type activities
Water & sewer $16,634,129
Stormwater drainage 134,439
Environmental services 65,652
Total depreciation expense business-type activities $16.834,220
Frisco Community Balance Retirements/Other Balance
Development Corporation 9/30/2017 Additions Transfers Deductions 9/30/2018
Capital assets, not being depreciated:
Land $52,650,138 $ - $ - $(2,103,067) $50,547,071
Construction-in-progress 215,053 - - - 215,053
Total capital assets not being
depreciated 52,865,191 - - (2,103,067) 50,762,124
Capital assets, being depreciated:
Machinery and equipment 76,269 36,494 - - 112,763
Buildings and improvements 10,159,742 41,357 - - 10,201,099
Improvements other than buildings 18,603,502 - - - 18,603,502
Total capital assets being depreciated 28,839,513 77,851 - - 28,917,364
Less: accumulated depreciation (23,373,753) (1,394,005) - - (24,767,758)
Total capital assets being
depreciated, net 5,465,760 (1,316,154) - - 4,149,606
FCDC capital assets, net $58,330,951 $(1,316,154) $ - $(2,103,067) $54,911,730
Frisco Economic Balance Retirements/Other Balance
Development Corporation 9/30/2017 Additions Transfers Deductions 9/30/2018
Capital assets, not being depreciated:
Land $17,280,316 $ - $ - $(1,142,515) $16,137,801
Total capital assets not being
depreciated 17,280,316 - - (1,142,515) 16,137,801
Capital assets being depreciated:
Machinery and equipment 527,709 8,197 - (306,511) 229,395
Buildings and improvements 9,987,087 - - (9,926,124) 60,963
Total capital assets being depreciated 10,514,796 8,197 - (10,232,635) 290,358
Less: accumulated depreciation (3,568,707) (492,860) - 3,824,225 (237,342)
Total capital assets, being
depreciated, net 6,946,089 (484,663) - (6,408,410) 53,016
FEDC capital assets, net $24,226,405 $(484,663) $ - $(7,550,925) $16,190,817

In addition to construction in progress, the City had commitments or binding contracts as
of September 30, 2018. The construction commitments or binding contracts totaled
$51,338,173 for the governmental capital projects fund; and $7,607,034 for the
business-type activities capital projects fund. Other funds also had outstanding
encumbrances totaling $5,562,680.
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Governmental activities

General fund $ 2,751,046
Capital projects fund 51,338,173
Non-major funds 314,172
Total outstanding commitments $ 54,403,391
Business-type activities

Utility fund $ 374,110
Utility fund construction 7,607,034
Non-major funds 330,316
Total outstanding commitments $ 8,311,460

NOTES PAYABLE

The following schedule summarizes notes payable as of September 30, 2018:

Frisco Community Balance Balance

Development Corporation 9/30/2017 Additions Deletions 9/30/2018
Note payable to City $31,705,000 $ - $3,030,000 $28,675,000
Note payable to bank 11,446,765 - 1,144,676 10,302,089
Premium 2,030,590 - 885,618 1,144,972
Discount (69,045) - (5,933) (63,112)
Total $45,113,310 $ - $5,054,361 $40,058,949
Frisco Economic Balance Balance
Development Corporation 9/30/2017 Additions Deletions 9/30/2018
Note payable to bank $39,976,957 $ - $7,089,926 $32,887,031
Total $39,976,957 $ - $7,089,926 $32,887,031

The City periodically issues bonds on behalf of the Community Development
Corporation and Economic Development Corporation to fund various projects of
these entities. These entities are component units of the City. Each component unit
has an agreement with the City to fund the principal and interest payments of the
bonds; therefore, a note payable is reported in the government wide financial
statements of the component units to the City equal to the face amount of the bonds
outstanding plus any bond premiums, discounts, and deferred loss from advance
refunding of debt. The City is in compliance with related bond covenants.

At September 30, 2018, the balance of the note payable to the City from the
Community Development Corporation was $29,756,860. This includes $28,675,000
in the note balance, $1,144,972 of premium and $63,112 of discount.

LONG-TERM DEBT

General obligation bonds and certificates of obligation mature annually in varying
amounts through 2041. The interest for the bonds is payable semi-annually with
interest rates ranging from 1.255% - 5.200%. The City is in compliance with related
bond covenants.
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In June 2018, the City of Frisco issued General Obligation Bonds, Series 2018, in the
amount of $53,635,000 with a net premium of $3,231,364. Proceeds from the sale of
the bonds will be used for (i) constructing and improving streets and roads, bridges
and intersections, (i) constructing, improving and equipping public safety facilities,
including fire department facilities and the acquisition of fire trucks and equipment;
and (iii) to pay the costs of issuance associated with the sale of the bonds.

Also, in June 2018, the City issued Combination Tax and Surplus Revenue
Certificates of Obligation, Series 2018, in the amount of $14,705,000 with a net
premium of $507,423. Proceeds from the sale of the certificates will be used for (i)
constructing, installing, acquiring and equipping additions, extensions and
improvements to the Cityis combined waterworks and sewer systems; and (ii) to pay
the costs associated with the issuance of the certificates.

During the year, the following changes occurred in the long-term liabilities:

Amounts

Balance Balance due within

Governmental Activities 9/30/2017 Increases Decreases 9/30/2018 one year
Compensated absences $ 10,975,569 9,056,175 $ 8,380,036 $ 11,651,708 $ 6,953,457
General obligation bonds 435,600,000 53,635,000 34,495,000 454,740,000 38,260,000
Certificates of obligation 186,050,000 - 7,900,000 178,150,000 7,750,000
Premiums 43,098,902 3,288,439 8,324,743 38,062,598 7,385,849
Discounts (876,898) (57,075) (63,099) (870,874) (64,860)
Total governmental activiies $ 674,847,573 65,922,539 $ 59,036,680 $681,733,432  $60,284,446
Amounts

Balance Balance due within

Business-type Activities 9/30/2017 Increases Decreases 9/30/2018 one year
Compensated absences $ 1,455,808 $ 1,177,167 $ 1,044867 $ 1,588,108 $ 1,046,683
General obligation bonds 63,740,000 - 7,030,000 56,710,000 7,315,000
Certificates of obligation 77,890,000 14,705,000 3,065,000 89,530,000 3,690,000
Premiums 10,725,809 589,078 2,125,146 9,189,741 1,937,305
Discounts (384,567) (81,655) (29,032) (437,190) (32,544)
Total business-type activities 153,427,050 16,389,590 13,235,981 156,580,659 13,956,444
Total primary government $ 828,274,623 $ 82,312,129 $ 72,272,661  $838,314,091 $74,240,890
Amounts
Balance Balance due within

Component Units 9/30/2017 Increases Decreases 9/30/2018 one year
Compensated absences $ 191,114 $ 113,665 $ 110504 $ 194,275 $ 123,034
Sales tax revenue bonds 118,475,000 - 5,300,000 113,175,000 12,945,000
Notes payable T bank 51,423,722 - 8,234,601 43,189,121 24,355,476
Notes payable T City 31,705,000 - 3,030,000 28,675,000 3,140,000
Premiums 4,212,947 - 1,217,903 2,995,044 725,812
Discounts (157,166) - (12,991) (144,175) (12,833)
Total component units $205,850,617 $ 113,665 $17,880,017 $188,084,265  $41,276,490
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Debt service requirements of the general obligation bonds and certificates of
obligation for the governmental activities for the years subsequent to September 30,

2018, are as follows:

Fiscal Year Ending
September 30

Principal

Requirements

Interest

Requirements

Total

Requirements

2019 $ 46,010,000 $ 26,921,872 $ 72,931,872
2020 46,690,000 24,696,447 71,386,447

2021 48,850,000 22,513,295 71,363,295

2022 48,580,000 20,350,673 68,930,673

2023 50,815,000 18,105,256 68,920,256
2024-2028 160,880,000 64,131,526 225,011,526
2029-2033 135,360,000 33,700,667 169,060,667
2034-2038 92,085,000 8,578,169 100,663,169
2039-2041 3,620,000 193,025 3,813,025

Total 632,890,000 219,190,930 852,080,930

Plus: Unamortized bond premium 38,062,598 - 38,062,598
Less: Unamortized bond discount (870,874) - (870,874)
Net debt service requirements $ 670,081,724 $ 219,190,930 $889,272,654

Debt service requirements of the general obligation bonds and certificates of
obligation for the business-type activities for the years subsequent to September 30,

2018, are as follows:

Fiscal Year Ending
September 30

Principal

Requirements

Interest

Requirements

Total

Requirements

2019 $ 11,005,000 $ 6,007,627 $ 17,012,627
2020 11,430,000 5,480,450 16,910,450
2021 11,960,000 4,949,063 16,909,063
2022 11,300,000 4,432,050 15,732,050
2023 11,795,000 3,924,488 15,719,488
2024-2028 43,790,000 12,651,891 56,441,891
2029-2033 29,985,000 5,542,719 35,527,719
2034-2038 14,975,000 973,497 15,948,497
Total 146,240,000 43,961,785 190,201,785

Plus: Unamortized bond premium 9,189,741 - 9,189,741
Less: Unamortized bond discount (437,190) - (437,190)
Net debt service requirements $154,992,551 $ 43,961,785 $198,954,336
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Debt service requirements of the revenue bonds and notes payable for the
Community Development Corporation component unit for the years subsequent to

September 30, 2018, are as follows:

Fiscal Year Ending Principal Interest Total

September 30 Requirements Requirements Requirements
2019 $ 6,890,209 $ 3,950,008 $ 10,840,217
2020 6,497,188 3,712,634 10,209,822
2021 6,619,469 3,462,593 10,082,062
2022 13,535,223 3,073,001 16,608,224
2023 6,275,000 2,624,162 8,899,162
2024-2028 26,005,000 9,621,944 35,626,944
2029-2033 24,230,000 4,546,546 28,776,546
2034-2037 10,765,000 881,754 11,646,754
Total 100,817,089 31,872,642 132,689,731

Plus: Unamortized bond premium 2,980,958 - 2,980,958
Less: Unamortized bond discount (137,363) - (137,363)
Net debt service requirements $ 103,660,684 $ 31,872,642 $ 135,533,326

Debt service requirements of the revenue bonds and notes payable for the Economic
Development Corporation component unit for the years subsequent to September
30, 2018, are as follows:

NOTE 9.

Fiscal Year Ending Principal Interest Total
September 30 Requirements Requirements Requirements
2019 $ 26,050,268 $ 2,741,797 $ 28,792,065
2020 12,376,764 2,350,477 14,727,241
2021 2,910,000 1,780,607 4,690,607
2022 3,020,000 1,682,506 4,702,506
2023 3,140,000 1,574,387 4,714,387
2024-2028 17,765,000 5,913,919 23,678,919
2029-2033 17,180,000 1,943,849 19,123,849
2034 1,780,000 37,380 1,817,380
Total 84,222,032 18,024,922 102,246,954
Plus: Unamortized bond premium 14,086 - 14,086
Less: Unamortized bond discount (6,812) - (6,812)
Net debt service requirements $ 84,229,306 $ 18,024,922 $ 102,254,228

TAX ABATEMENTS

The City enters into economic development agreements designed to promote
development and redevelopment within the City, stimulate commercial activity,
generate additional sales tax and enhance the property tax base and economic
vitality of Frisco. This program rebates property and sales & use taxes and is
authorized under Chapter 380 of the Texas Local Government Code.

The various agreements are detailed below that rebate a percentage of property
and/or sales & use taxes. Agreements for rebate of property taxes generally call for
rebates of 50% of taxes on incremental values for usually up to 10 years. The
agreements for sales & use taxes provides for a rebate of .50% to .85% of the
Cityl% taxes on incremental values for usually up to 10 years, with the maximum
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being 25 years. For fiscal year 2018, the City rebated property taxes of $342,322.
Sales and use taxes rebated totaled $3,790,679.

Retail Development Agreements

To promote economic development and diversity, increase employment, reduce
unemployment and underemployment, expand commerce, and stimulate business
and commercial activity in the State of Texas, Collin County, and the City of Frisco,
Texas, the City, agreed to pay sales tax grants to certain developers. These grants
require the construction of a minimum square feet of retail space and obtaining
certificates of occupancy for certain major retailers within a specified time period, all
of which have been met during the 2018 fiscal year.

A retail agreement was executed in January 2011 for approximately 140,000 square
feet of retail space which opened October 2011. The City pays one half of one
percent (0.5%) of retail sales generated for a period of ten years. The City paid
$364,088 during the current year of this grant.

An agreement was executed in May 2013 for a retail sales center. The City pays
eighty-five percent of one percent (.85%) of all retail sales generated for a period of
twenty-five years. The City paid $2,450,657 during the current year of this grant.

An agreement was executed in May 2012 in which the City pays a rebate of
incremental property taxes on improvements. This agreement is for five years. The
City paid $5,293 during the current year of this grant.

An agreement was executed in February 2013 for use and property tax rebates.
This agreement is for eleven years. The City paid $113,493 during the current year
of this grant.

An agreement was executed with the owner of an entertainment venue in April
2013. This agreement includes a 50% rebate of property taxes for 10 years and
one-half of one percent of sales and use taxes (0.50%) for five years. The City paid
$29,751 during the current year of the grant.

An agreement was executed in June 2013. This agreement includes a rebate of
50% of the cityis incremental property taxes on improvements for 10 years. The City
paid $16,524 during the current year of the grant.

An agreement was executed in June 2014 with a residential builder for a ten year
period. Payments will be calculated based on eighty percent (.80%) of the Cityis
one percent of use tax levied on housing materials purchased. The City paid
$153,860 during the current year of this grant.

An agreement was executed in August 2014 with a residential builder for a ten year
period. Payments will be calculated based on eighty percent (.80%) of the Cityis
one percent of use tax levied on housing materials purchased. The City paid
$5,736 during the current year of this grant.
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An agreement was executed in April 2015 with a residential builder for a ten year
period. Payments will be calculated based on eighty percent (.80%) of the Cityis
one percent of use tax levied on housing materials purchased. The City paid
$43,226 during the current year of this grant.

An agreement was executed in August 2015 with a residential builder for a ten year
period. Payments will be calculated based on eighty percent (.80%) of the Cityis
one percent of use tax levied on housing materials purchased. The City paid
$61,904 during the current year of this grant.

An agreement was executed with a residential homebuilder in October 2015. The
agreement is for a ten year period. Payments are calculated based on eighty
percent (.80%) of the Cityis one percent of use tax levied on housing materials. The
City paid $47,154 during the current year of the grant.

An agreement was executed in August 2017 for a retail sales center. The City pays
seventy-five percent of one percent (.75%) of all retail sales over a certain dollar
amount generated for a period of twenty-five years. The City paid $721,675 for the
current year of this grant.

Planned Development Mixed Use Agreement

The City has an agreement for the development of thirty-six (36) acres into an urban
mixed use community consisting of residential units, a 4-star hotel and a Class A
high rise office building. The developer will receive rebates of incremental City
property taxes paid on the improvements. The maximum grant amount of rebates
for the improvements has a principal balance of $3,000,000 bearing an interest rate
of 4.75%, being repayable in three (3) annual installments of interest only and
twenty-two (22) successive amortized annual installments of principal and interest.
During the year ended September 30, 2018, the City rebated a total of $193,920 for
the property tax increment payment for 2017. The cumulative amount rebated
through September 30 was $1,356,393.

DEFERRED COMPENSATION PLAN

The City offers its employees a deferred compensation plan created in accordance
with Internal Revenue Code Section 457. The plan is administered by the
International City Management Association Retirement Corporation (ICMARC). All
assets and income are held in trust for the exclusive benefit of participants and their
beneficiaries, and the City does have limited fiduciary responsibilities over the plan
offerings and design; this plan is not reported in the financial statements of the City.

The plan, available to all full-time City employees, permits them to defer a portion of

their salary until future years. The deferred compensation is not available to
employees until termination, retirement, death, or unforeseeable emergency.
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DEFINED BENEFIT PENSION PLAN

Plan Description

The City of Frisco participates as one of 883 plans in the nontraditional, joint
contributory, hybrid defined benefit pension plan administered by the Texas
Municipal Retirement System (TMRS). TMRS is an agency created by the State of
Texas and administered in accordance with the TMRS Act, Subtitle G, Title 8,
Texas Government Code (the TMRS Act) as an agent multiple-employer retirement
system for municipal employees in the State of Texas. The TMRS Act places the
general administration and management of the System with a six-member Board of
Trustees. Although the Governor, with the advice and consent of the Senate,
appoints the Board, TMRS is not fiscally dependent on the State of Texas. TMRSis
defined benefit pension plan is a tax-qualified plan under Section 401 (a) of the
Internal Revenue Code. TMRS issues a publicly available comprehensive annual
financial report (CAFR) that can be obtained at www.tmrs.com.

All eligible employees of the City are required to participate in TMRS.

Benefits provided

TMRS provides retirement, disability, and death benefits. Benefit provisions are
adopted by the governing body of the City, within the options available in the state
statutes governing TMRS.

At retirement, the benefit is calculated as if the sum of the employeeis contributions,
with interest and the city-financed monetary credits with interest were used to
purchase an annuity. Members may choose to receive their retirement benefit in
one of seven payment options. Members may also choose to receive a portion of
their benefit as a Partial Lump Sum Distribution in an amount equal to 12, 24, or 36
monthly payments, which cannot exceed 75% of the memberis deposits and
interest.

Members can retire at ages 60 and above with five or more years of service or with
20 years of service regardless of age. A member is vested after five years. The
plan provisions are adopted by the governing body of the City, within the options
available in the state statutes governing TMRS and within the actuarial constraints
also in the statutes. A summary of plan provisions for the City are as follows:

Employee deposit rate: 7%
Matching ratio (City to employee): 2to 1
Years required for vesting: 5
Service retirement eligibility: 60/5, 0/20
Updated Service Credit: 100%
Annuity Increase to retirees: 70% of CPI Repeating
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Employees covered by benefits terms
At the December 31, 2017 valuation and measurement date, the following
employees were covered by the benefit terms:

Inactive employees or beneficiaries currently receiving benefits 163
Inactive employees entitled to but not yet receiving benefits 430
Active employees 1,129
Total 1,722

Contributions

The contribution rates for employees in TMRS are either 5%, 6%, or 7% of
employee gross earnings, and the city matching percentages are either 100%,
150% or 200%, both as adopted by the governing body of the City. Under the state
law governing TMRS, the contribution rate for each city is determined annually by
the actuary, using the Entry Age Normal (EAN) actuarial cost method. The actuarial
determined rate is the estimated amount necessary to finance the cost of benefits
earned by employees during the year, with an additional amount to finance any
unfunded accrued liability.

Employees for the City of Frisco were required to contribute 7% of their annual
gross earnings during the fiscal year. The contribution rates for the City were
14.29% and 14.26% in calendar years 2017 and 2018, respectively. The Cityis
contributions to TMRS for the year ended September 30, 2018 were $12,458,771
and were equal to the required contributions.

Net Pension Liability

The Cityis Net Pension Liability (NPL) was measured as of December 31, 2017, and
the Total Pension Liability (TPL) used to calculate the Net Pension Liability was
determined by an actuarial valuation as of that date.

Actuarial assumptions
The Total Pension Liability in the December 31, 2017 actuarial valuation was
determined using the following actuarial assumptions:

Inflation 2.5% per year
Overall payroll growth 3% per year
Investment rate of return 6.75%, net of pension plan investment

expense, including inflation

Salary increases were based on a service-related table. Mortality rates for active
members, retirees, and beneficiaries were based on the gender-distinct RP2000
Combined Healthy Mortality Tables with Blue Collar Adjustment, with male rates
multiplied by 109% and female rates multiplied by 103%. The rates are projected
on a fully generational basis by scale BB to account for future mortality
improvements. For disabled annuitants, the gender-distinct RP2000 Combined
Healthy Mortality Tables with Blue Collar Adjustment are used, with male rates
multiplied by 109% and female rates multiplied by 103% with a 3-year set-forward
for both males and females. In addition, a 3% minimum mortality rate is applied to
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reflect the impairment for younger members who become disabled. The rates are
projected on a fully generational basis by scale BB to account for future mortality
improvements subject to the 3% floor.

The actuarial assumptions were developed primarily from the actuarial investigation
of the experience of TMRS over the four-year period from December 31, 2010 to
December 31, 2014. They were adopted in 2015 and first used in the December
31, 2015 actuarial valuation. The post-retirement mortality assumption for healthy
annuitants and Annuity Purchase Rate (APRs) are based on the Mortality
Experience Investigation Study covering 2009 through 2011 and dated December
31, 2013. In conjunction with these changes first used in the December 31, 2013
valuation, the System adopted the Entry Age Normal actuarial cost method and a
one-time change to the amortization policy. Plan assets are managed on a total
return basis with an emphasis on both capital appreciation as well as the production
of income, in order to satisfy the short-term and long-term funding needs of TMRS.

The long-term expected rate of return on pension plan investments was determined
using a building-block method in which best estimates ranges of expected future
real rates of return (expected returns, net of pension plan investment expense and
inflation) are developed for each major asset class. These ranges are combined to
produce the long-term expected rate of return by weighting the expected future real
rates of return by the target asset allocation percentage and by adding expected
inflation. In determining their best estimate of a recommended investment return
assumption under the various alternative asset allocation portfolios, GRS focused
on the area between (1) arithmetic mean (aggressive) without an adjustment for
time (conservative) with an adjustment for time (aggressive). At its meeting on July
30, 2015, the TMRS Board approved a new portfolio target allocation. The target
allocation and best estimates of real rates of return for each major asset class are
summarized in the following table:
Long-Term Expected Real
Rate of Return

Asset Class Target Allocation (Arithmetic)
Domestic Equity 17.50% 4.55%
International Equity 17.50% 6.35%
Core Fixed Income 10.00% 1.00%
Non-Core Fixed Income 20.00% 3.90%
Real Return 10.00% 3.80%
Real Estate 10.00% 4.50%
Absolute Return 10.00% 3.75%
Private Equity 5.00% 7.50%

100%

Discount Rate

The discount rate used to measure the Total Pension Liability was 6.75%. The
projection of cash flows used to determine the discount rate was assumed that
employee contributions and employer contributions will be made at the rates
specified in statute. Based on that assumption, the pension planis Fiduciary Net
Position was projected to be available to make all projected future benefit payments
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of current active and inactive employees. Therefore, the long-term expected rate of
return on pension plan investments was applied to all periods of projected benefit

payment to determine the total pension liability.

Changes in Net Pension Liability

Balance as of 12/31/2016
Changes for the year:
Service cost
Interest
Difference between
expected and actual
experience
Change in assumptions
Contributions-employer
Contributions-employee
Net investment income
Benefit payments,
including refunds of
employee contributions
Administrative expense
Other changes
Net changes
Balance as of 12/31/2017

Increase
(Decrease) Total  Plan Fiduciary Net Pension
Pension Liability Net Position Liability
(a) (b) (a) T (b)
$214,284,384 $173,097,089 $41,187,295
14,945,284 - 14,945,284
14,856,079 - 14,856,079
3,176,149 - 3,176,149
- 11,609,557 (11,609,557)
- 5,739,055 (5,739,055)
- 24,019,515 (24,019,515)
(3,333,927) (3,333,927) -
- (124,330) 124,330
- (6,301) 6,301
29,643,585 37,903,569 (8,259,984)
$243,927,969 $211,000,658 $32,927,311

Changes in Net Pension Liability Primary Government & Component Units

Balance as of 12/31/2016
Changes for the year:
Service cost
Interest
Change in benefit terms
Difference between
expected and actual
experience
Change in assumptions
Contributions-employer
Contributions-employee
Net investment income
Benefit payments,
including refunds of
employee contributions
Administrative expense
Other changes
Net changes
Balance as of 12/31/2017

Primary Component

Government Units Totals
$40,363,549 $823,746 $41,187,295
14,646,378 298,906 14,945,284
14,558,957 297,122 14,856,079
3,112,626 63,523 3,176,149
(11,377,366) (232,191) (11,609,557)
(5,624,274) (114,781) (5,739,055)
(23,539,125) (480,390) (24,019,515)
121,843 2,487 124,330
6,177 124 6,301
(8,094,784) (165,200) (8,259,984)
$32,268,765 $658,546 $32,927,311
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Sensitivity of the net pension liability to changes in the discount rate

The following presents the net pension liability of the City, calculated using the
discount rate of 6.75%, as well as what the Cityis net pension liability would be if it
were calculated using a discount rate that is 1 percentage point lower (5.75%) or 1
percentage point higher (7.75%) than the current rate:

1% Decrease in Current Discount 1% Increase in
Discount Rate Rate Discount Rate
Cityls NPL $77,084,450 $32,927,312 $(2,497,037)

Pension Plan Fiduciary Net Position

Detailed information about the pension planis Fiduciary Net Position is available in
a separately issued TMRS financial report. The report may be obtained online at
www.tmrs.com.

Pension Expense and Deferred Outflows of Resources and Deferred Inflows
of Resources Related to Pensions

For the year ended September 30, 2018, the City recognized pension expense of
$12,445,106; $12,196,204 for the primary government and $248,902 for the
component units.

The City reported deferred outflows and inflows of resources related to pensions
from the following sources:

Deferred Outflows and Inflows Primary Government

Deferred Deferred
Outflows of Inflows of
Resources Resources

Differences between expected and actual

experience $ 2,949,322 $ -
Changes in actuarial assumptions used - 847,980
Difference between projected and actual

investments earnings - 5,682,986
Contributions subsequent to the measurement

date 9,003,249 -
Total $11,952,571 $6,530,966
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Deferred Outflows and Inflows Component Units

Deferred Deferred
Outflows of Inflows of
Resources Resources

Differences between expected and actual

experience $ 60,190 $ -
Changes in actuarial assumptions used - 17,306
Difference between projected and actual

investments earnings - 115,975
Contributions subsequent to the measurement

date 183,740 -
Total $243,930 $133,281

Deferred outflows of resources related to pensions resulting from contributions
subsequent to the measurement date of $9,003,249, with $183,740 contributed for
the component units, will be recognized as a reduction of the net pension liability for
measurement year ending December 31, 2018 (i.e. recognized in the Cityis financial
statements September 30, 2019). Other amounts reported as deferred outflows
and inflows of resources related to pensions will be recognized in pension expense
as follows:

Primary Component
Measurement Year Government Units At December 31
2018 $ (62,503) $ (1,276) $ (63,779)
2019 (365,277) (7,455) (372,732)
2020 (2,214,790) (45,200) (2,259,990)
2021 (2,149,157) (43,860) (2,193,017)
2022 541,839 11,058 552,897
Thereafter 668,244 13,642 681,886
Total $(3,581,644) $ (73.091) $(3,654,735)

OTHER POSTEMPLOYMENT BENEFITS

Plan Description

The City does not provide postretirement health or dental care benefits to retirees.
We do provide a plan that retirees can purchase through age 65, but they are
responsible for 100% of the premium costs and this plan is not part of the Cityis
active employee plan. The City incurs no cost for providing these benefits, as
retirees are included in a separate risk pool, there is an implicit rate subsidy and the
City has a measurable OPEB liability.

The City of Frisco participates in a defined benefit group-term life insurance plan
known as the Supplemental Death Benefits Fund (SDBF) administered by the
Texas Municipal Retirement System (TMRS). The City has elected, by ordinance,
to participate in this program and provide group-term life insurance coverage for
their active members and retirees. As the SDBF covers both active and retiree
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participants, with no segregation of assets, the SDBF is considered to be a single-
employer unfunded OPEB plan. Since only the retiree participants qualifies as an
OPEB, the SDBF is administered through a non-qualifying trust per paragraph 4,
item (b), of the Governmental Accounting Standards Board (GASB) Statement No.
75, iAccounting and Financial Reporting for Postemployment Benefits Other Than
Pensionst. GASB Statement No. 75 is effective for fiscal years with a beginning
date after June 15, 2017.

Benefits

The City offers its retired employees and their spouses under age 65 health
insurance coverage under the separate plan from the active employees. Employees
can retire and receive benefits upon reaching age 60 with five years of service or
with 20 years of service. Only pre-Medicare benefits are provided. Spouses receive
benefits based on their Medicare eligibility age.

TMRS provides death benefits for active employees providing a lump-sum payment
approximately equal to the employeeis annual salary (calculated based on the
employeets actual earnings, for the 12Tmonth period preceding the month of death).
The death benefit for retirees is considered other postemployment benefit (OPEB)
and is a fixed amount of $7,500.

Employees Covered by benefit terms
For retiree health insurance at the October 1, 2017 valuation and September 30,
2018 measurement date, the following employees were covered by the benefit

terms:

Inactive employees or beneficiaries currently receiving benefits 4
Active employees 1,123
Total 1,127

For TMRS supplemental death at the December 31, 2017 valuation and
measurement date, the following employees were covered by the benefit terms:

Inactive employees or beneficiaries currently receiving benefits 123
Inactive employees entitled to but not yet receiving benefits 113
Active employees 1,129
Total 1,365

Contributions

For retiree health insurance, retirees and their spouses currently receiving benefits
are required to contribute specified amounts monthly toward the cost of health
insurance premiums.

Monthly retiree contribution rates are as follows:

Retiree Premiums Retiree Retiree + Spouse
EPO High Deductible $ 900.50 $1,759.18
EPO Low Deductible $1,035.98 $1,980.65
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Total OPEB Liability

The City of Frisco retiree health insurance total OPEB liability of $4,464,063 was
measured as of Sep 30, 2018, and was determined by an actuarial valuation as of
Oct 1, 2017.

The City of Frisco TMRS supplemental death total OPEB liability of $1,433,376 was
measured as of Dec 31, 2017, and was determined by an actuarial valuation as of
that date.

Actuarial assumptions
The retiree health insurance total OPEB liability in the Oct 1, 2017 actuarial
valuation was determined using the following actuarial assumptions:

Discount rate as of measurement 4.24%

date

Discount rate for OPEB expense 3.63%

Mortality table RP 2017 headcount weighted total dataset
mortality table, adjusted to 2006, with
generational projections according to Scale
MP-2017

Salary scale Based on years of services; 10.5% in year
1, trending down to 3.5% after 24 years of
service

Inflation 2.20%

Plan participation rates 20% pre-Medicare eligible

The discount rate was selected by City of Frisco based on the Bond Buyer 20-Bond
General Obligation Index to reflect yields on long-term municipal bonds as of the
measurement date.

The TMRS supplemental death total OPEB liability in the Dec 31, 2017 actuarial
valuation was determined using the following actuarial assumptions:

Inflation 2.5%

Salary increases 3.50% to 10.5% including inflation

Discount rate* 3.31%

Retireesi share of benefit-related $0

costs

Administrative expense All administrative expenses are paid through

the Pension Trust and accounted for under
reporting  requirements under GASB
Statement No. 68.

Mortality rates T service retirees RP2000 Combined Mortality Table with Blue
Collar Adjustment with male rates multiplied
by 109% and female rates multiplied by
103% and projected on a fully generational
basis with scale BB.
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Mortality rates T disabled retirees RP2000 Combined Mortality Table with Blue

Collar Adjustment with male rates multiplied
by 109% and female rates multiplied by
103% with a 3 year set-forward for both
males and females. The rates are projected
on a fully generational basis with scale BB to
account for future mortality improvements
subject to the 3% floor.

The discount rate was based on the Fidelity indexis i20-Year Municipal GO AA
Indexo rate as of December 31, 2017.

Changes in Total OPEB Liability Primary Component
Retiree Health Insurance Government Units Totals
Balance at September 30, 2017 $4,012,236 $81,882 $4,094,118
Changes for the year:
Service cost 337,888 6,896 344,784
Interest on the total OPEB liability 158,266 3,230 161,496
Changes in assumptions or other inputs (153,429) (3,131) (156,560)
Benefit payments 19,821 404 20,225
Net changes 362,546 7,399 369,945
Balance at September 30, 2018 $4,374,782 $89,281 $4,464,063
Primary Component
TMRS Supplemental Death Government Units Totals
Balance at September 31, 2016 $1,125,762 $22,975 $1,148,737
Changes for the year:
Service cost 104,388 2,130 106,518
Interest on the total OPEB liability 44,375 906 45,281
Changes in assumptions or other inputs 138,213 2,821 141,034
Benefit payments ** (8,030) (164) (8,194)
Net changes 278,946 5,693 284,639
Balance at September 31, 2017 $1,404,708 $28,668 $1,433,376

**Due to the SDBF being considered an unfunded OPEB plan under GASB 75, benefit
payments are treated as being equal to the employerts yearly contributions for retirees.

Sensitivity of the Total OPEB Liability to changes in the discount rate.

The following presents the total OPEB liability of the Cityis retiree health insurance
calculated using the discount rate of 4.24%, as well as what the Cityis total OPEB
liability would be if it were calculated using a discount rate that is 1 percentage point
lower (3.24%) or 1 percentage point higher (5.24%) than the current discount rate:

1% Increase in
Discount Rate
3,891,079

1% Decrease in Current Discount
Discount Rate Rate
$5,127,513 $4,464,063

Cityis OPEB
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The following presents the total OPEB liability of the Cityis TMRS supplemental plan
calculated using the discount rate of 3.31%, as well as what the Cityis total OPEB
liability would be if it were calculated using a discount rate that is 1 percentage point
lower (2.31%) or 1 percentage point higher (4.31%) than the current discount rate:

1% Decrease in Current Discount 1% Increase in
Discount Rate Rate Discount Rate
Cityis OPEB $1,807,327 $1,433,376 $1,154,251

Sensitivity of the Total OPEB Liability to changes in the Healthcare cost trend
rate.

The following presents the total OPEB liability of the City retiree health insurance,
as well as what the Cityis total OPEB liability would be if it were calculated using
healthcare cost trend rates that are 1 percentage point lower or 1 percentage point
higher than the current healthcare cost trend rate.

1% Decrease in Current Discount 1% Increase in
Discount Rate Rate Discount Rate
Cityis OPEB $3,423,232 $4,464,063 5,736,601

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to OPEB

For the year ended September 30, 2018, the City recognized OPEB expense of
$653,295. At September 30, 2018, the City reported deferred outflows and inflows
of resources related to OPEB from the following resources:

Retiree Health Insurance

Deferred Outflows and Inflows Primary Government

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and
actual experience $ - $ -
Changes in actuarial assumptions used - 133,452
Difference between projected and actual
investments earnings - -
Contributions subsequent to the
measurement date - -
Total $ - $133,452
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Deferred Outflows and Inflows Component Units

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and
actual experience $ - $ -
Changes in actuarial assumptions used - 2,723
Difference between projected and actual
investments earnings - -
Contributions subsequent to the
measurement date - -
Total $ - 2,723

TMRS Supplemental Death

Deferred Outflows and Inflows Primary Government

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and
actual experience $122,925 $ -
Changes in actuarial assumptions used - -
Difference between projected and actual
investments earnings - -
Contributions subsequent to the
measurement date 6,313 -
Total $129,238 $ -
Deferred Outflows and Inflows Component Units
Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and
actual experience $2,509 $ -
Changes in actuarial assumptions used - -
Difference between projected and actual
investments earnings - -
Contributions subsequent to the
measurement date 129 -
Total 2,638 $ -
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Deferred outflows of resources related to OPEB resulting from contributions
subsequent to the measurement date of $6,442 will be recognized as a reduction of
the total OPEB liability in the Cityis financial statements September 30, 2019. Other
amounts reported as deferred outflows and inflows of resources related to OPEB
will be recognized in pension expense as follows:

Retiree Health Insurance

Measurement Year  Primary Government Component Units At September 30

2019 $ (19,977) $ (408) $ (20,385)
2020 (29,977) (408) (20,385)
2021 (29,977) (408) (20,385)
2022 (19,977) (408) (20,385)
2023 (19,977) (408) (20,385)
Thereafter (33,567) (683) (34,250)
Total $(133,452) $(2,723) $(136,175)

TMRS Supplemental Death

Measurement Year  Primary Government Component Units At December 31

2018 $ (15,289) $ (312) $ (15,601)
2019 (15,289) (312) (15,601)
2020 (15,289) (312) (15,601)
2021 (15,289) (312) (15,601)
2022 (15,289) (312) (15,601)
Thereafter (46,480) (949) (47,429)
Total $(122,925) $(2,509) $(125,434)

RISK MANAGEMENT

The City is exposed to various risk of loss related to torts, theft of, damage to, and
destruction of assets, errors and omissions, injuries to employees, and natural
disasters. The City is a participant in the Texas Municipal League Workers{
Compensation Joint Insurance Fund (WC Fund) and the Texas Municipal League
Joint Self-Insurance Fund (Property-Liability Fund), a public entity risk pool
operated by the Texas Municipal League Board for the benefit of individual
governmental units located within Texas. The government pays an annual premium
to the Funds for its workersi compensation and property and liability insurance
coverage. The WC Fund and Property-Liability Fund are considered self-sustaining
risk pools that provide coverage for its members for up to $1,000,000 per event, and
$2,000,000 in aggregate. There were no significant reductions in insurance
coverage from the previous year. Settled claims for risk have not exceeded
insurance coverage for the past three years.

During FY 2018, the City participated in a modified self-insurance program for
Employee Benefits. Group medical benefits were administered by a third party
insurance provider. The City offers two plans with payroll deductions set aside to
cover the monthly claims. The annually negotiated stop loss provision for 2018 was
$200,000 per occurrence.
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The liabilities for insurance claims reported are based on GASB Statement No. 10,
which requires that a liability for claims be reported if information prior to the
issuance of the financial statements indicates that it is probable that a liability has
been incurred at the date of the financial statements and the amount of the loss can
be reasonably estimated. These liabilities include an estimate for incurred but not
reported claims. The estimated claims incurred but not reported as of September
30, 2018 totaled $2,600,000, which are recorded as a liability in the General Fund
accounts payable. Changes in the liability for the past three years:

Current Year

Liability Claims and Liability
Beginning of Changes Claim End of
Claim Year Year In Estimates Payments Year
2016 T Health Insurance 1,570,745 10,836,876 10,430,725 1,976,896
2017 T Health Insurance 1,976,896 12,984,072 12,693,804 2,267,164
2018 T Health Insurance 2,267,164 16,211,461 15,878,625 2,600,000

INTERFUND RECEIVABLES AND PAYABLES

All interfund receivables and payable are considered short-term and, at September
30, 2018 consisted of the following:

Due From
Non-major
Due to Governmental Total
General Fund $ 1,138,905 $ 1,138,905
Total $ 1,138,905 $ 1,138,905

All balances resulted from the time lag between the dates that transactions are
recorded in the accounting system and that payments between funds are made.

The City reports interfund transfers between many of its funds. The sum of all
transfers presented in the table agrees with the sum of interfund transfers presented
in the governmental and proprietary fund financial statements.

Transfers From

Proprietary
General Capital Non-major and Non-major

Transfers to Fund TIRZ #1 Projects Governmental Proprietary Total
General Fund $ -8 - $ - $ 84,000 $ 899,644 $ 983,644
TIRZ #1 - - - 1,446,237 - 1,446,237
Capital

Projects 30,000 - - 10,412,101 1,361,796 11,803,897
Debt Service - 20,887,166 423,677 1,957,330 - 23,268,173
Non-major

governmental 352,635 - - - 352,635
Utility Fund - - - 319,743 319,743
Total $382,635  $20,887,166  $423,677 $13,899,668 $2,581,183  $38,174,329
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Transfer from fund Transfer to fund Amount

General Fund:

Grant matching funds Non-major Governmental Funds - Grants $ 352,635

Capital outlay Capital Projects Fund 30,000
TIRZ #1 Fund:

Debt service funding requirements Debt Service 20,887,166
Capital Projects Fund:

Debt service funding requirements Debt Service 423,677
Non-Major Governmental Funds:

Debt service funding requirements TIRZ #1 1,446,237

Debt service funding requirements Debt Service 1,957,330

Court warrant officer funding General Fund 84,000

Capital outlay funding Capital Projects 10,412,101
Proprietary Funds:

G&A for Environmental Services General Fund 799,644

G&A for Stormwater Drainage General Fund 100,000

G&A Stormwater Drainage Utility Fund 56,149

G&A Environmental Services Utility Fund 263,594

Capital outlay funding Capital Projects 1,361,796
Total $38,174.329

OPERATING LEASE COMMITMENTS

The City entered into rental agreements in excess of one year during prior fiscal
years. During fiscal year 2018, the City entered into additional agreements in
excess of one year. The following commitments remain:

FY At September 30
2019 $ 166,707
2020 156,491
2021 77,976

Rent paid under operating leases was approximately $208,381 for the year ended
September 30, 2018.

CONTINGENT LIABILITIES

The City has participated in a number of state and federally assisted grant
programs. These programs are subject to program compliance audits and
adjustments by the grantor agencies or their representatives. Any disallowed
claims, including amounts already collected, may constitute a liability of the
applicable funds. Any liability for reimbursement which may arise as the result of
these audits is not believed to be material.

In June 2006, the North Texas Municipal Water District issued $35,235,000 in
revenue bonds, series 2006. This bond issue is for the purpose of constructing the
Panther Creek Wastewater System benefiting the City of Frisco. In March 2009, an
additional $20,210,000 in revenue bonds, series 2009 was issued for expansion of
the system. In 2014, an additional bond issue refunded a portion of the 2006
revenue bonds. The outstanding principal of the revenue bonds at September 30,
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2018 is $27,575,000. The Cityis contractual minimum payment is required to cover
the full cost of the service including the principal and interest payments incurred
related to this debt. The City of Frisco is in compliance with this agreement at
September 30, 2018.

LITIGATION

The City is party to several legal actions arising in the ordinary course of business.
In the opinion of the Cityis management, the City has adequate legal defense
and/or insurance coverage regarding each of these actions and does not believe
that they will materially affect the Cityis operations or financial position.

COMPONENT UNIT REMEDIATION OBLIGATIONS

During FY 2012, the FEDC and FCDC entered into agreements with a local
manufacturing company to purchase land surrounding a plant that is being closed.
Revenue bonds were sold and have been placed in escrow with the third party.
Remediation funds have also been placed in escrow with the third party to cover the
costs of clean up for the land surrounding the plant that the City component units
are planning to purchase. Consultants were hired to estimate the remediation
costs, which have been accrued based on cash flow estimates.
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